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ALFRED ORD TATE, a witness produced and sworn on behalf 





! 
the relators, testifies as follows: : 
Direct Examination (by Mr. Parker) 

; Have you any relation to the Edison Phonograph Works? 

I am Wssorcters of the company. 
Do you know anything about the manufacture carried on by | | 
them for the North American Phonograph Company of phono- | 
graphs under the contract already produced? i 
Yes sir. 

Where is that manufacture carried on? 
In Orange, New Jersey; it is really in West Orange. : 
What plant is there there? 
There is a plant for the manufacture of phonographs; do 

you mean the value? 

The value of the real estate, machinery, etc.? 

Over half a million dollars ,. 

Is that plant used for any other branches of manufacture 
than that of phonographs? 

Yes sir. 

In what proportion - is it using other portions of the plant 


Yes sir; for the manufacture of the phonographic doll. 
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How does that manufacture compare in size with the manufac- 


ture of the other? 


es & 


It compares in size and value about one-twentieth part. 
Otherwise the plant is used for the manufacture of the 
phonograph for the North American Phonograph Company? 
Yes sir. 

How many laborers are employed there? 


About three hundred now. 
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And the annual expenditure there is, about? 

I think I will have to go to the records for that. 

(Handing witness a paper) Do you know anything about this 
statement? 

Yes sir. 

What have you to say about that statement - Exhibit B - 
what is it? 

It is a statement that we rendered the North American Pho- 
nograph Company, showing the cost of manufacture of phono- 
graphs up to the 30th day of June 1890. 

How was that made up? 

From the records kept at the factory. 

Do those records show separately the amount expended for 
labor upon the phonographs as shown in this statement? 

Yes sir. 

Do they show separately in detail the materials bought for 
the manufacture of the phonograph? 

Yes sir. 

And they have shown it since the beginning of the manufac- 
ture? 

Right along. 

Do they show separately the general expenses of the factory 
so far as the phonograph is concerned? 

They do. 

All the general expenses of the factory, then, are divided 
and the part essential in the manufacture of the phonographs 
are charged to the North American Phonograph Company? 


Yes sir. 


How much has your company up to the 20th of June received 
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from the North American Phonograph Company on account? 


The amount shown in this statement’, $561,474.39. 


ee 


Some question was made as to the parts of the phonograph; 
where are they made? 

In the same factory; nowhere else. 

Just explain briefly how many general parts there are, 

and what branches of manufacture are carried on for that 

i purpose? 

About five hundred parts, perhaps more, in the phonograph; 
| they are all manufactured there under a series of contracts 
with men who make the different parts. 

| What do you mean by contracts? 

| We pay them by piece-work. 

Is that an ordinary course with manufacturers- do they pay 


| by pilece-work? 
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| Yes sir; in all manufactures, so far as I know of. 

| Does mer contract differ from any other piece work? 

Not in the least. 

What kind of parts are manufactured- what branches? 
Iron, steel, brass, sapphires. 
Is it a simple or complicated manufacture? | 

A complicated manufacture. 

, Who is the mechanical head of that work? 

' Mr. Edison. 


| Where does he reside? 


What generally, is the expense account; what does it in- 


| In West Orange. 
| clude? 
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It includes a reasonable portion of the general expense 

of the factory, which is chargeable against the phonographs 
manufactured. 

What go into that general expense? 

It is what we might call indirect labor - salaries of of- 
ficials and a water, power, lighting, and all such 


Ww 
expenses as can be classed as direct labor or as actual 


material. 


rlow about repairs? 

Repairs are a portion of the general expenses - repairs to 
our plant. 

Repairs to your machinery? 

Yes sir. 

And how about taxes? 

They are all part of the general expense. 

They wo dante that account? 


Yes sir; all go into the account. 


By Mr. Johnson. You are speaking in relation to the 
Edison Phonograph Works? 
The Witness, I speak only for the Edison Phonograph 


Works. 


Further Direct, 


And the taxes on the Edison Phonograph Works are put into 
the general expense account of that works, and the largest 
proportion of them are charged to the business of the North 
American Phonograph Company and paid by that company? 


Yes sir. 
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And so with repairs to their plant and its maintenance? 
Yes sir. 
Can you tell about what proportion was charged to them of 


that general expense? 


No; I can't tell at the moment. 


You stated, however, that nineteen-twentieths of their bus- 


iness was the manufacture of phonographs for the North 


. American Phonograph Company? 


Yes sir. 


_ And the proportion at present would be about that? 


Yes sir. 


_In the past, on some experimental work, I suppose, it might 


| not have been so large? 


se 


That is outside of the phonograph works. 
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Cross-examined, (By Mr. Johnson) 
How many acres does the plant of the Edison Phonograph 
Works consist of? 


I wouldn't know an acre if I saw one; I suppose three or 


four acres; it is about one thousand feet wide by one 


thousand five hundred feet long. 


And all of it belongs to the Edison Phonograph Works? 


_ All of it. 


'And the whole business at Orange is carried on under the 


-¢ontrol of the Edison Phonograph Works? 


Yes sir; except so far as it is modified by that contract. 


I am speaking of the business of the company - is it a gen- 


eral manufacturing company, organized for the purpose of 
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manufacturing phonographs and other devices connected with 


it? 


I know that it was organized for the purpose of manufactur- 


ing phonographs, but I don't remember the certificate. 


| What other articles does the Edison Phonograph Company man- 


ufacture besides phonographs? 


I suppose I might call them miniature phonographs - phono- 


' graphic dolls. 


Anything outside of phonographs or something that relates 


to phonographs? 


No. 


Does it sell any phonographs that it manufac tures? 


NO. 

It sells none? 

It sells none. 

Has it any contracts for the manufacture of —— 
with any other company than the North American Phonograph 
Company? 

Yes sir. 


Generally, how many? 


One other company. 


It would take contracts with other companies if reasonable 
terms were made? 

No. 

It would take other contracts for the manufacture of devi- 
ces provided it wasn't an infringement? 

That is a question of policy that I am hardly prepared to 


answer at this time. 
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Is it not the object of the Edison Phonograph Works to man- 

ufacture phonographs and various apparatuses and devices 

connected therewith and to sell the same, and to manufac- 

ture and sell various other machines anu apparatuses and 

devices and things; to buy lands and erect thereon build- 

ings, etc.? 

I must refer you to the certificate of incorporation of the 

Edison Phonograph Works. 

By your answer do you mean to say that you don't know? 

I don't know; I don't remember the certificate. 

In fact, does the Edison Phonograph Works carry on or make 

contracts for making devices or apparatuses or phonographs 

zor companies or persons other than the North American Pho- 

nograph Company? 

No. 

I understood you a moment ago to say that it had one other 

contract with another company? 

Your question related to phonographs, I didn't understand 
{ ree Pk Age | 

you to mean, whether they manufacture phonographs for other 


people; it has a contract for the manufacture of phono- 


/ graphs for foreign supply with a company other than the 


North American Phonograph Company; and, as I stated before 
it has a contract for the manufacture of phonographic dolls 


for a third company. 


' Then, Mr. Edison has not parted with his actual patent 


right in making phonographs outside of the United States? 


! Yes sir, he has; he has parted with his patents but he re- 


| tains the right to manufacture - our works retain the right 
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7O manufacture; that is to say, the North American Phono- 
zraph Company own the patent rights within the United 
States, and this second company own outside. 

Tn making these contracts, then, \ir.FAdison retained the 
right to manufacture as his part of the contract, did he 
not? 

It was hardly retained; it was given back to him under a 

separate arrangement; he sold the patents and received a 
right after that to manufacture, 

Do you know whether that was by written agreement or parol 
agreement? 

Yes sir. 

The contract with the foreign company was about the same 
as with The North American Phonograph Co.? 

Yes sir; substantially. 

Is not Edison Phonograph Works then the actual manufacture Y 
of these phonographs? 

Objected to as a question of law. 

Yes sir. 

And the terms of the consideration in the contract is sim- 
ply the consideration of the contract for the manufacture 
of these machines? 

I don't understand. 

Yas the North American Phonograph Company any interest or 
control over the business of the Edison Phonograph Works? 
Only so far as that right is given them under that contract. 
The management of the works at Orange are under the control 


of the Edison Phonograph Works? 
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A. Yes sir. 

2+» And the North American Phonograph Company have no rizhts | 
there whatever except as mentioned in the contract? ) 

As Not at all. 

Q-, They pay no rent; do they pay any rent? | 

A. No; we have never rendered them any bills for rent. | 

Q. They are not in any sense the tenants of the Edison Phono- | 
graph Works, are they? 

A&A. Not so far as I am aware. 

This general expense of the factory, $81,056.40, how is 


, that made up? | 





Tt is a portion of the general expenses’ of the factory 
which is considered reasonably chargeable arsainst the cost 
| of manufacture of phonographs for that period. It is not 
the whole of the general expense incurred during that 
period. 


Q. How do you separate the expenses chargeable to the North 


Sia a me 
= oe Sar i . 


American Phonograph Company and that which is properly 
; chargeable to the Edison Phonograph Works? 
A. We don't consider the general expenses of manufacturing is 


, chargeable to the Edison Phonograph Works - any expense 


| 


“not charged there is held in suspense. 

Qi Where you take a part of the general expenses of manufac- 
“turing for the cost on the different branches of manufac- 
_— there must be some principle by which you can charge 
_ each one with its fair proportion. 

A. We have been carrying on there the manufacture of these 


-dolls and the manufacture for the North American Phonograph 
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Company. The account of the doll business is kept entire- 
ly separate, so that we know what their expense is, and of 
the balance of the general expenses of the factory, a rea- 
sonable proportion, as I stated before is charged against 
the North American Phonograph Company - not all; of the 
other portion, there is a part of it which is held in sus- 


f 
pense, and which will be charged off over a period of a 


number off years. In the commencement of all manufacturing — 


manufacturing any new article - there is extraordinary ex- 
pense incurred; it is not practicable, it is not good 


policy to charge that against the first cost of manufacture 


; but it must be held back and charged over the cost of a num- 


ber of years of manufacture; because for a great many 


years the articles receive no benefit of the experience 
which is gained by this extraordinary expenditure, and as 
this is a continuing business, we hold that back and charge 
only a reasonable amount, which is very easy, because it is 
well known in all manufacturing what relation the seneral 


expenses should bear to the cost. 


; Do the hands employed in the manufacture of phonographs 


| work on the making of phonographs for the North American 


| Phonograph Company as well as for the foreign company? 


Yes sir; I might say there, however, that we have not com- 


menced to manufacture for the foreign company. 


' But when they do commence, the same hands practically will 


do the same work? 


I think so. 


| 
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Further Direct. | 
——————————————— | 


Q. ji As I understand it, Mr. Tate, do you make phonographs at 
all for use in the United States except as you are ordered 
by the North American Phonograph Company? 

No. 


They control how many you should make? 


Q. 


A. 


Qe 


| When they want them they order them and you make them? 


a commission? 


i to ether piece-work? | | ug 
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Yes sir. 


Yes sir. 


Yes sir. 


And you charge them with all your expenses in so doing and 


Yes sir. 


In your manufacture, as I understand it, it is almost al- 


Your workmen make the parts and ‘int paid so much for the 
labor. on each part? 

Yes sir. 

And your labor is almost altogether contract labor? 

Yes sir. 

Is that or not the cewek ox most complicated manufacturing 
business? 


It is the custom, 


Further Cross. 
The Edison Phonograph Works pay all the labor employed on 


that plant, do they not? 





Ae Yes sir. 
t 
1 
i 
} 
j = 
i 2 
he 
* = 
= : 
r ci be ™ 
‘- , a a 
: = = 
- ae re 
= _— Th 2 is ‘> a & 
‘ * : =] 
on 
1 ~ a 7... 
= ; es i 
‘ # : td aad F 
i: ts : ; 
. ‘ “ « : 2 | *. iF e 
“| ion # el 
3 = “ay ; # é = oS 
6 ie: a eee Sas 
4 A a 2 
aa ae ee ; 
— a we 2 
‘ LS 4 ares : 
= ye 
um —_ ae a ee ae a ao ie ‘ ~~ 
=. , : 4 re = te oy Te ee i lls haelneie, Fa oe ae . uF ‘ 
a E =~ F 4 i ye Pes a a eye i ; 
1 * mm oe = av, 4 “il - = ie 4 
ay _ 2 - ~~. + = a i; og aed thee, ra - 


a Sy = = : + 
+ a | = i 5s =. = ES oa se TF r= ae Ps =e e i a! a4 a ek, ets ye a ~ OP ie a a —— ober r. $ = 
“= —_ nal eo Se or ts ne a Se a E = = 7 ae = = =e * = in) ae = 

=a = gS = an ae a oe ws oe gat gat § ERATE ay a ye rae. es tee. 


aa | we, 3) an = 
o é G4 O yee. 
"i ae Consenet, @ 


opy of Statement vrom The Zdison Phonograph Works 
to The North American Phonograph Cormpany. 


wPaer NOe Orange, ifeJe, June 3O0thH,1290 


“TITS NORTH ALOURICAN PiONOGRAPH CO., 
160 Broadway, hkew York. 
TO EDISON PHOLOGRAPH WORKS, Dr. 
Office and Works, Lakeside Av 


~3lephone 305. P. O. Box 1LOOG, 
invoicede Checked. Anproved 


STATEMENT OF ACCOUNT. 


Prom Febrye 22, 1659 to Jume S0th, 1590, 


To labor on 7345 Phonographs 124,945.55 


To materials used in making 
7545 Phonographs & supplies 
for same 91,466.31 


To general expenses of Factory 
from Feb. 22nd, 1859 to date 61,056.40 


To depreciation 5 per cent on above | . wd 
ivems labor & material 12,644.65 tae: ae: 


To profit 20 per cent 62,023.24 


372,149.46 
Cr. by Cash on account SG1,474.59 


= 10,665.07 
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NO. 160 Broadway, 


New York, Oct. 15th,1L555 


uiison Phonograph Works, 


Orange, N. Je 


c3sntlemens: 
Please enter our order for Fifty (50) Phonographs per 


jay for Six months after you make the first delivery from your 


ew Works. 
We reserve the right to increase or decrease this or- 


der by giving you three months notice at the end of three months 
Payments to be made monthly 


after you make the first deliveries. 
on the 15th. of each month for the previous months deliveries. 


If we do not require any portion of them shipped will accept deliv- 


your Works. 
Very truly yours, 


2Py ot 
The North American Phonograph Co. 


By Jesse H. Lippincott, Prest. 
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New York.,. August ist. 1289. 
Edison Phonograph Works, 
Orange, N. J., 
Dear Sirs:- 

I ber to conférm the verbal understand- 
ing arrived at between Mr. Edison, Mr. Insull and myself, a few 
days since, i.e. 

That you are to make and deliver to this Company 
“onosraphs at the rate of forty-five (45) per day, for each work- 
ing day, from this date te the first (lst) of January next. Any 
orders which we may send te you for shipment are to be considered 
as part of this order, and such instruments as we do not order 
Shipped, we will accept delivery of at the Works. The machines 
are to be billed to us at the rate of 545 each, plus packing and 
boxing. After you have delivered three thousand (3000) insirwnents 
beginning with the phonographs originally supplied to us from your 
works, a minimum reduction of five dollars($5.00) per instrument 
is to be made. Such reduction is te be increased should you find 
that the cost of production has been so far reduced as to enable 
you to increase it, and the price,for machines is to be finally 
adjusted in accordance with the agreement between The North A er-- 
can Phonorravh Company and Jesse fn. Lippincott with Edison Phono- 
eraph Works, dated August lst. 1888. This order is given with ih: 
understanding that you will at all times promptly execute our or- 
ders for cylinders and batteries necessary to fill the requisitions 
made on us by our sub-companies. 
We will pay you on account of this order twelve thousand 


dollars ($12.000) per week provided your invoices equal or overrun 
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that amount; the payment for the difference for invoices for each 


“Onth to be made on the 15th. of the following month. 


This order is to cancel the one which we save you 
on October 15th. 1888. 


Yours truly, 
The North American Phonograph ‘Jo. 


per Jesse ]i, Liprincott, 


Prest, 
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